
 

  
 

Iowa Lottery Report On Operations 
 
To:  Members of the House Government Oversight Committee and Senate 

Government Oversight Committee 
 
From:  Terry Rich, CEO 
   
Date:  December 2018  
 
The Iowa Lottery finished fiscal year 2018 
with results among the most successful in 
its history and has seen a strong start to the 
new financial year, led by continued growth 
in sales of instant-scratch games and a 
surge in sales from simultaneous big 
jackpots in Powerball® and Mega Millions®. 
An Iowa woman also won a Powerball 
jackpot in late October, an event that 
generally spurs sales in the lotto category 
as other players look anew at their chance 
to win.          
 
At the Iowa Lottery, we remain confident that we will achieve the lottery’s stated goals for 
the current fiscal year. We continue to budget conservatively, however, understanding 
that lottery results can and do fluctuate over time, and larger consumer trends stand to 
impact the lottery in the years ahead. The lottery has proposed legislation for the 2019 
session that would allow it to modernize its operations to keep up with changes in 
consumer behavior and enable it to continue to provide the vital proceeds for state 
causes that are expected.  
 
Lottery sales and proceeds for fiscal year 2019 through November, the latest full month for 
which results are available, were ahead of projections and ahead of the lottery’s results for the 
same time period in FY 2018. Strong sales of instant-scratch tickets continue to lead the way, 
but lotto sales also got a boost when the jackpots in Powerball and Mega Millions both climbed 
into the stratosphere at the same time. The Mega Millions jackpot climbed to $1.54 billion before 
it was won in the Oct. 23 drawing by a ticket purchased in South Carolina. The Powerball 
jackpot had climbed to $687.8 million when it was split in the drawing on Oct. 27 by two tickets 
purchased in Iowa and New York.  
 
October’s events highlight the unpredictable factor of lottery jackpots: You just never know when 
the next big one will hit. That “chance factor” has made a positive difference in the lottery’s FY 
2019 results thus far.  
 
Final year-end numbers for FY 2018 show that the Iowa Lottery finished the year well ahead of 
budget projections and its annual results were in its Top 2. The lottery generated $87.1 million in 



proceeds to state causes during the year. It was the fifth time that the lottery’s annual proceeds 
topped the $80-million mark in the organization’s 33-year history. Annual lottery sales in FY 
2018 were a record $370.1 million, exceeding the $300 million mark for the seventh year in a 
row. Prizes to players totaled a record $227.5 million, while lottery sales commissions to 
retailers during the year totaled $24.2 million. 
 
We at the Iowa Lottery continue to base our sales and proceeds projections on a five-year 
rolling average. We do our best to factor in the natural fluctuations in lottery results that will 
occur and should be expected.  
 
Here is a year-to-year comparison of lottery sales by product for the past two fiscal years: 
 

Product   FY 2018 Sales   FY 2017 Sales 
Scratch games  $244.3 million    $237.6 million 
InstaPlay games  $9.7 million    $5.8 million 
Pick 3     $7.7 million    $7.3 million 
Powerball    $58.5 million    $54.3 million 
Mega Millions    $21.3 million    $15 million 
Hot Lotto*   $3.8 million    $8.2 million 
Pick 4     $4.3 million    $3.9 million 
All or Nothing*   -------     $3.2 million 
Lucky for Life   $5.6 million    $5.6 million 
Lotto America*  $4.9 million    ------- 
Pull-tab games  $10.9 million    $11.3 million  

 
*The All or Nothing game ended sales on June 30, 2017, while Hot Lotto ended on Oct. 28, 2017. The Lotto America 
game debuted Nov. 12, 2017.           
 
As always, we are closely tracking lottery results and will keep your committees apprised of 
significant developments. We also provide regular updates about sales and proceeds through 
the state’s I-3 accounting system. The lottery’s latest monthly financial statement is included in 
this report as Attachment A. The lottery’s year-end statement of revenues, expenses and 
changes in net position for FY 2017 is included as Attachment B.   
 

FY 2018 Audit Report of Lottery & Our Annual Report 
 

In late December, the State Auditor’s Office released the results of its FY 
2018 audit of the Iowa Lottery. The Iowa Lottery is committed to   
 
In short, it was another “clean report” for the lottery. In its Dec. 19 
announcement, the Auditor’s Office noted that the financial statements of the 
lottery for FY 2018 “present fairly, in all material respects, the financial 
position of the Iowa Lottery Authority as of June 30, 2018, and the respective 
changes in its financial position and its cash flows thereof for the year then 
ended in accordance with U.S. generally accepted accounting principles.”  
 

The Iowa Lottery is committed to the transparency, accuracy and integrity of its operations and 
is proud to have received these audit results.     
 
 



Under state law, the Auditor reviews the lottery’s operations annually. That review is in addition 
to the security and integrity standards the lottery uses throughout its operations to ensure the 
veracity of its games. 
 
A direct link to the report from the office of State Auditor Mary Mosiman is available here:  
https://www.auditor.iowa.gov/reports/file/55236/embed 
 
The lottery’s annual report for FY 2018 also is now available. A link to it is here:  
https://ialottery.com/PDF/2018AnnualReport.pdf 
 

FY 2020 and 2021 Budget Updates 
 
At the Lottery Board’s meeting on Sept. 20, the Iowa Lottery Board approved the lottery’s 
preliminary budgets for FY 2020 and 2021 in accordance with state budgeting guidelines.  
 
The lottery’s anticipated results for sales and proceeds during both years are an increase from 
its budgeted figures for FY 2019.   
 
Copies of the lottery’s Overall Budget and Operating Expenses for FY 2019, 2020 and 2021 are 
included with this report as Attachment C and Attachment D.  

 

 
The members of the Lottery Board are: Connor Flynn Jr., chairman of an advertising agency in 
Des Moines, where he also resides; Sherrae Hanson of Ankeny, tax manager at a CPA firm in 
West Des Moines; Mary Junge of Cedar Rapids, a CPA and practicing tax- and estate-planning 
attorney; John Quinn of Urbandale, who serves as the chief of police in Waukee; Mary Rathje, 
manager and controller at a construction company in Marion, where she resides; and State 
Treasurer Michael Fitzgerald, who serves on the Board as a nonvoting member.  
 

Legislation For Lottery Modernization   
 

The Iowa Lottery has filed legislation for the 2019 session that 
we believe is necessary for our organization’s continued 
business success. At focus is an issue that the lottery has 
discussed with lawmakers for at least the past nine years – one 
that we said we would take steps to address when we believed 
lottery proceeds could be at risk. That time has come.  
 
Across the country, gaming options are evolving and consumer 
preferences are quickly changing when it comes to the retail 

experience. That larger picture stands to have a huge impact on the Iowa Lottery as we move 
ahead.  



 
The legislation we have filed makes changes in several different sections of Iowa Code Chapter 
99G, which authorizes and defines Iowa’s lottery. We believe these changes are necessary for 
the Iowa Lottery to continue to deliver the proceeds for state causes that people count on and 
expect. 
 
The Iowa Lottery is currently in a very strong position. We have introduced new products in 
recent years like our InstaPlay games and have enhanced and re-invigorated our long-term 
product lines to keep our game selection fresh. But no one would say that a selection of solely 
paper products will withstand the test of time.  
 
Without the ability to modernize our products, we anticipate that lottery proceeds will only be 
able to continue at their current levels for a few more years, and then we anticipate a downturn, 
due to the decreased use of cash and the overall trend towards e-commerce. We understand 
our responsibility to advise lawmakers of the trends we see developing so that we can work 
together to best plan for the future.      
 
This discussion is not unique to Iowa. Ten U.S. lotteries currently sell products online, and the 
issue is under discussion in other jurisdictions across the country. Our legislation takes into 
account the realities occurring and would give the Iowa Lottery the ability to securely move into 
e-commerce while maintaining strong retailer involvement.  
 
Several factors are involved:  
 
Because the Iowa Lottery isn’t yet selling its products online, we have had to push back against 
illegal apps that are re-selling lottery tickets through illegal means. From a consumer-protection 
perspective, there is no way for anyone to be certain that the people who use the apps are 
receiving the winnings which they are due. Beyond that, the purchases through the apps are 
illegal because they aren’t being made through licensed lottery retailers that have undergone 
background and financial checks. The lottery has taken steps to shut down apps or prevent 
them from doing business in Iowa, but they continue to multiply, in large part because of the 
vacuum created by our lottery’s lack of e-commerce.  
 
The steep decline in the use of cash also makes the need for this discussion clear.  
 
Two large recent research projects show that fewer and fewer Americans carry cash, and 
millennials (those age 18-35) are driving that trend. The national research came in November 
2017 from US Bank and in March 2018 from Capital One.  
 
In the Capitol One poll, just 41 percent of respondents said they regularly carry cash. In the US 
Bank survey, half the respondents said they carry cash less than half the time. When they do 
carry it, nearly half say they have less than $20 in cash. 
 
E-commerce also is a driving factor. As consumers, we’re buying even everyday staples like 
groceries online. Many times, we don’t go to the store anymore. We have someone else get the 
items for us and then we want our order brought out to our car or delivered to our home. And a 
maximum two-day delivery is a normal that consumers demand for nearly any kind of product 
purchased online.         
 
Our legislation makes it clear that the lottery can sell any of its tickets through personal 
consumer electronic devices. As you know, Chapter 99G already allows the lottery to sell its 



lotto games online, but we have not yet taken that step. This legislation would allow the sale of 
any of our products via personal consumer electronic devices, and we believe that for its 
ongoing success, the lottery must enter the world of e-commerce.    
 
The lottery’s legislation adds a definition of “eticket” to the other types of lottery tickets that 
already are defined in Iowa Code Chapter 99G. In our definition, eticket means a lottery ticket or 
share for which an electronic visual facsimile of the game is made available to the player on a 
personal consumer electronic device. 
 
The legislation adds language so that our statewide gaming system could involve 
telecommunications connections or connections by other technological means. We anticipate 
that at some point in the future, new technology none of us have even envisioned today will be 
involved in communications networks, and this broader language would allow for use of future 
technologies in our lottery system. 
 
Another change in the bill updates the definition of payment types that the lottery can accept to 
include cash, check, money order, debit card, prepaid gift card, non-deferred electronic 
payments through electronic wallets or mobile applications, electronic funds transfer or other 
form of cash-based payment so long as credit is not used. The electronic wallets reference 
would allow for the use of advance-deposit wagering by lottery players who would establish e-
wallets or electronic accounts with the lottery. The reference to “other form of cash-based 
payment” again is designed to allow for new forms of payments as they come into being.  
 
Our proposal also would allow for the use of automated drawings. That change is something 
that we anticipate would be needed for e-commerce by the Iowa Lottery, and could be utilized 
with some of our existing games.  
 
We believe there are many ways that we can and indeed want to ensure retail involvement in 
any e-commerce system at the Iowa Lottery. For example, in Michigan, the lottery sells online 
game cards through its lottery terminals and self-service kiosks in retail locations. Customers 
can buy those game cards in increments from $10 up to $100 and use them to fund their e-
wallets with the Michigan Lottery. The game cards can be eligible for bonuses, meaning that the 
player can win an amount above and beyond what they purchased. The bonus system provides 
consumers with an incentive to buy the game cards at retail locations, thereby providing 
retailers with a sales commission from the lottery for that purchase. Twenty-five percent of 
online players in Michigan have funded their accounts with a game card.  
 
Since the Michigan Lottery launched its online games in August of 2014, it has seen double-digit 
sales increases in traditional instant-scratch tickets at retail, demonstrating that the lottery’s 
online component has complemented and helped drive sales of its traditional games, increasing 
overall sales and benefitting both retailers and the state as a whole. Lottery statistics in other 
areas with an even longer history of online sales also demonstrate that sales of traditional 
products at retail increase along with the introduction of online sales, as the added convenience 
creates an “omni-channel” approach to lottery sales.    
 
State-of-the-art age-gating and geo-gating are being used by all of the lotteries that offer online 
gaming, ensuring that players are of the legal minimum purchasing age for lottery products and 
that they are physically located within the borders of that state in order to play.  
 
We also recognize the enhanced Responsible Gaming opportunities that online sales would 
allow. It’s virtually impossible to set any type of spending restrictions involving cash, but deposit 



limits are a standard feature for lotteries that utilize electronic player accounts. Players also 
have the ability to put in place their own personal deposit limits that are even more stringent 
than those established by the lottery, and players can electronically self-exclude themselves 
from playing online for a period of time or permanently if they are concerned about problem 
gambling.  
 
Other sections of the lottery’s legislation specifically address lottery security. You have heard us 
reference many times through the years that the lottery will only pay prizes from tickets that 
have been legally purchased, legally possessed and legally presented. That is the threshold we 
have always used, but the Code language involved is currently in several different sections of 
state law, including the Iowa Lottery Chapter, Iowa’s general criminal Code, and Iowa’s vice 
Code. We believe it would be best to clearly state the language all in one Code section. For that 
reason, we have added it to Iowa Code section 99G.31(2). The proposed language is not 
intended to create any new criminal offense or civil cause of action. Rather, it has been 
intentionally placed in the “Prizes” statute to provide additional clarification.     
 
Iowa Code Section 99G.31(1) would be updated to best enable us to fight the illegal online apps 
we have referenced. A new subsection will be added that would allow the lottery to revoke the 
license to sell lottery products from any business with involvement in the sale or transfer of Iowa 
Lottery tickets or prizes to those outside the state of Iowa.  
 
Multiple changes also would be made to Iowa Code 99G.36 that we believe puts clear emphasis 
on the intent of those in crimes involving Iowa Lottery products. For example, it is perfectly legal 
for someone to give a lottery ticket as a gift to someone else, but not if the intent of doing so is 
to circumvent the law. Our legislation makes that clear. We also have added language that we 
believe makes it clear that it is a crime to knowingly lie while claiming a lottery prize, applying for 
a lottery license or conducting lottery business. 
 

Sports Betting Discussion 
 

The Iowa Lottery has tracked sports-betting 
developments across the country and participated in 
the discussions here in Iowa with a focus on what 
would be best for the state when it comes to that 
issue.  
 
Those states that have already gone live with sports 

betting or passed legislation to do so all appear to be doing it a little differently. Some 
jurisdictions are offering sports betting through a variety of retail locations as well as casinos, 
and some are offering the product only through casinos. The ultimate decision appears to come 
down to the wishes and expectations of the citizens in each jurisdiction. 
 
Delaware, the first additional state to go live with full-scale sports betting following the U.S. 
Supreme Court’s decision on the topic in May 2018, offers the product at both retail locations 
and casinos. That state appears to be doing a good job of making sports betting available in a 
secure and convenient manner – two key facets that experts cite as necessary in overcoming as 
much of the illegal black market as possible.  
 
The Iowa Lottery is aware that sports-betting legislation already has been requested for the 
upcoming 2019 legislative session here in Iowa, and from our perspective, we don’t believe it 



would be in the best interests of the state for the lottery to file a sports-betting proposal that 
would appear to be in competition with that other legislation.   
 
Retail locations have expressed to the Iowa Lottery that they want the option of offering sports 
betting as a lottery product here in Iowa. The lottery has asked them to make their voices heard 
to Iowa legislators so that our state’s lawmakers can understand their wishes and concerns. We 
believe that Iowa businesses should be leading that discussion by sharing their perspective. 
The lottery can lend its expertise and guidance as we have in the past as one of the state’s 
subject-matter experts on gaming matters. We stand ready to offer details about the technical 
and legal aspects involved, possible timeframes for go-live, revenue potentials, and what sports 
lottery products here in Iowa could look and feel like. 
 

Iowa Lottery CEO Terry Rich Will Retire Dec. 31 
 

Iowa Lottery CEO Terry Rich, who announced earlier this year that he intended 
to retire, has set Dec. 31 as his retirement date. Rich has led the Iowa Lottery 
since February 2009 and is just the second person to serve as its CEO.  
 
The Iowa Lottery has achieved a number of milestones under Rich’s leadership: 

 Annual lottery proceeds to state causes have increased from the $60 
million range in 2009 to the $80 million range today, driven in large part 
by repeated record sales of instant-scratch tickets.  

 The Iowa Lottery received a clean audit from the state Auditor’s Office 
each year that Rich was CEO.     

 Fiscal year 2016 went into the books as the lottery’s best year to date, 
with record sales, proceeds to state causes, prizes to players and retailer commissions. 
The lottery generated a record $88 million in proceeds that year.   

 The Iowa Lottery won an international gaming-compliance award in April 2018 for its 
work in the long-running lottery jackpot investigation case that uncovered fraud against 
U.S. lotteries and resulted in confessions and guilty pleas from Eddie Tipton and two 
other men. GamblingCompliance named the lottery its 2018 recipient for outstanding 
achievement in compliance.  

 The Iowa Lottery’s “Game Book” was named the 2013 best new scratch game by the 
North American Association of State and Provincial Lotteries (NASPL), an industry group 
that represents lotteries in the United States, Canada and Mexico.  

During his years heading the Iowa Lottery, Rich also was selected by his peers to lead the North 
American Association of State and Provincial Lotteries as its president for 2014-2015.  
 
Rich is retiring midway through his current four-year term in office, which ends April 30, 2021. 
His successor will be named by Iowa Gov. Kim Reynolds. Until that occurs, Iowa Lottery 
Executive Vice President Larry Loss will serve as acting Lottery CEO as specified in Iowa Code 
99G.7(1)(b). 
 

Iowa’s Biggest Lottery Prize Winner 
 

In October, a central Iowa woman became the winner of Iowa’s largest lottery prize to date 
when she claimed a $343.9 million Powerball jackpot.  
 



Lerynne West of Redfield claimed her prize Nov. 5 and said she 
realized it was a life-changing moment. She said she was excited 
to share her winnings with family and friends, planned to 
purchase a new car, and looked forward to a long vacation – or 
several. She also announced that she planned to give to the 
causes and organizations important to her family through the 
Callum Foundation (www.callumfoundation.org). West 
established the foundation, naming it after her grandson, Callum, 
who was born prematurely in April and lived just a day.  
 
West, 51, worked for years in the insurance industry in the Des 
Moines area, but retired early after learning she’d won the lottery.       
 
West’s ticket split the Powerball jackpot in the Oct. 27 drawing 
with a ticket purchased in New York City. Her half of the jackpot 
– the third-largest prize in the 26-year history of the game – was 
$343.9 million annuity, or $198.1 million lump-sum option.  
 
West bought her jackpot-winning ticket at Casey’s, 425 Second 
St. in Redfield, a Dallas County community where she had 
recently purchased a house. She was moving into her new home 
in late October and she and her sister stopped at Casey’s for pizza and coffee. While they were 
there, West bought an easy-pick Powerball ticket that went on to win the jackpot.  
 
The Iowa and New York tickets both matched all six numbers selected in the Oct. 27 Powerball 
drawing to split that night’s $687.8 million grand prize. The winning numbers were: 8-12-13-19-
27 and Powerball 4. The Power Play number was 3.  
 
Casey’s received a $10,000 bonus from the Iowa Lottery for selling the jackpot winning ticket at 
one of its stores and donated its bonus money to worthy organizations in the Redfield area. 
Casey’s gave $5,000 to West Central Valley High School, $2,500 to the Redfield Fire 
Department, and $2,500 to the Redfield First Responders.  
  
Powerball jackpot winners can choose to receive their prizes in annuitized payments over time 
or as a one-time, lump-sum payment. West chose to receive her winnings in a lump-sum 
payment. 
 

Prize Details 
 

Annuity  
Payments Totaling:  $343.9 million 
The annuity total would be paid in 30 graduated payments over 29 years. Federal withholding of 24 percent 
and state withholding of 5 percent would be applied to each payment.  
 
Chosen To Receive As Lump-Sum Option 
Prize:    $198.1 million 
Federal withholding:  $47.5 million (24 percent) 
State withholding:   $9.9 million (5 percent) 
After-tax prize:   $140.6 million  
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